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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, D.C. 20268-0001 

POSTAL RATE AND FEE CHANGES, 1997 ) Docket No. R97-1 

> 

DIRECT TESTIMONY OF JOYCE McGARVY 
ON BEHALF OF AMERCIAN BUSINESS PRESS 

My name is Joyce McGarvy. As Distribution Director for Crain Comnnunications, Inc. I 

am responsible for distribution of Crain’s weekly, biweekly, and monthly pub’lications. I also 

serve as Industry Co-chair for the Postal Service’s Periodicals Focus Group which serves the 

Great/Lakes and Mid/West areas. I am Chairman of the Executive Committee for Red Tag News 

Publications Association and Red Tag’s representative to MTAC -- the Mailers Technical 

Advisory Committee to the Postmaster General. I am a member of ABP’s Postal and 

Distribution Committee. I currently chair the Publication Watch MTAC work group and serve 

on the Service Improvement MTAC work group, which was recently formed because of service 

deterioration for Periodicals. 

I have a degree in Transportation from the College of Advanced Traffic, Chicago, IL, a 

Bachelor’s Degree in Business Administration, from Cleary College, and a Master’s of Science 

in Administration degree from Central Michigan University. 

Crain publishes a variety of weekly, bi-weekly, and monthly business, trade and 
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1 consumer newspapers and magazines, The principal publications produced under the Crain 
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Weeklies Circulation & 

Advertising Age 76,096 Tabloid 

Automotive News 78,613 Tabloid 

AutoWeek 293,052 Magazine 

Business Insurance 51,817 Tabloid 

Crain’s Chicago Business 50,165 Tabloid 

Crain’s Cleveland Business 23,075 Tabloid 

Crain’s Detroit Business 34,723 Tabloid 

Crain’s New York Business 65,792 Tabloid 

Electronic Media 26,291 Tabloid 

Investmeni: News 60,000 Talbloid 

Modem Healthcare 83,608 Magazine 

Plastics News 60,082 Talbloid 

Radio Communications Report 31,532 Tabloid 

Waste News 40,999 Tabloid 

Bi-Weeklies Circulation &.e 

Automotive News Europe 23,625 Tabloid 

Pensions & Investment 48,705 Tabloid 

Rubber & Plastics News 15,757 Tabloid 
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Tire Business 14,005 Ta.bloid 

Monthlies Circulation &g 

Advertising Age’s Creativity 22,866 Tabloid 

Advertising Age’s Business Marketing 29,708 Tabloid 

Modem Physician 29,000 Magazine 

Bi-Monthlies Circulation &g 

Franchise Times 100,350 Tabloid 

All these publications are important news vehicles to the industries and to the readers that they 

serve. 

My testimony will address two points: the first is the importance to Cmin of reliable, 

consistent delivery and the failure of the USPS to provide that reliable service; the second point 

is the rate impact that increased per-piece rates for non-automated periodical flats have had on 

Grain and other publishers because of delay by the USPS in deployment of flats sorters able to 

sort all of the well known variety of shapes and sizes of periodicals, especially tabloids. Because 

of poor service actually received by publishers, and because of the heavy per-piece increases 

suffered by tabloids (including pieces sorted to five digits), I urge the Commis,sion to approve the 

USPS rate schedule as the best alternative available, and certainly to approve no periodical rates 

higher than those tiled by the USPS. 

PERIODICAL DELIVERY 

Periodical delivery is inconsistent and does not meet published delivery standards. The 
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I on-time delivery of our publications is extremely important to Crain Commumcations. 
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Most of our publications have a very tight editorial close. In the case of the weeklies, the 

Editorial Department is scheduled to complete the final pages at the close of th.e business day on 

Friday. The printers receive the last forms around seven in the evening, and the binding and 

mailing usually are completed by noon Saturday. The mail is deposited in the destination post 

office by midnight Saturday. Grain, at its own expense, uses several modes of transportation to 

as many as 34 post offices in the United States each Saturday to insure that weeklies are received 

on time. It is expected that the subscriber will receive his or her issue Monday each week. 

Timely and regular delivery is always important, but quite frequently the publication contains a 

late breaking news story, and late delivery can have an especially negative impact on the story. 
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Crain understandably puts a great deal of emphasis on the delivery of its weekly 

publications, but I would add that the news and in-depth analysis our editors create in our bi- 

weeklies and monthlies is of equal importance and is equally deserving of on time delivery. 

Because of the importance of service, Crain belongs to the Red Tag News PubIications 

Association, a national trade association that helps its membership obtain the b’est possible 

delivery of their paid circulation and requester publications. The Association is well known to 

USPS management. More than 25 years old, Red Tag operates one of the best known, and 

perhaps the most sophisticated, delivery monitoring system in the industry. With more than 500 

monitors, the Red Tag monitoring system tracks the delivery performance of publications 

delivered through the Postal Service and other transportation and delivery systems. Besides 

distributing consolidated reports to all its members, Red Tag also distributes its data to key 

ABP-T-2 

844817 -4. 



8 

9 

IO 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

ABP-T-2 

officials at Postal Service headquarters and to area representatives during Postal Forums. 

I would like to share recent delivery results for the sixty-five publications monitored by 

Red Tag: 

Monitoring Period On-Time 1Dav Late 2Davs La& 3+Davs Late 

l/02195-12/1 l/95 45% 28% 14% 12% 

l/01/96-12/16/96 44% 26% 14% 16% 

l/06/97-10127197 43% 24% 13% 19% 

I find the data above to be alarming and, to put it mildly, this kind of service is not “high 

value.” Not only is the on-time service eroding year after year, but nearly one out of five copies, 

many of which try to help themselves and the USPS by using multiple entry points, are 3+ days 

late. The data show not only that the late copies are increasing in number but also that the extent 

of lateness is increasing as well. The source documents for the above data are appended to my 

testimony. 

I find the Postal Service’s failure to maintain any performance evaluation system for 

periodicals very troublmg. USPS witness O’Hara admitted in response to an ,4BP interrogatory 

(Transcript, page 111) that the Postal Service has not developed any nationalby representative 

data on the days to delivery for periodicals, even though he set the price periodicals would pay in 

part on “service actually provided.” Indeed, the USPS has no system that tracks in-office or in- 

home periodical delivery, and so the only information it has about actual service received is 

whatever monitoring system, like the Red Tag service, publishers maintain at their own expense. 

In light of the attached data, and because of my frequent discussions with top distribution 
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We are aware that mailer preparation along with USPS processing of the mail is vital to 

timely delivery, and we do what we can given the nature of our product. In January of 1996 

Crain purchased and implemented new presort software. The main reasons for this purchase 

were to obtain the best possible presort and to comply with the July 1, 1996 changes in presort, 

sack and pallet tags rules, changes in postal statement forms and other changes associated with 

ABP-T-2 

managers for other publishing companies around the country, I am amazed that USPS witness 

O’Hara thinks that periodicals have a “moderately high’ value of service “in terms of intrinsic 

service characteristics.” (O’Hara testimony, pp.29-30.) Since the USPS know:: from the Red Tag 

reports and other input it regularly receives from individual publishers that per:iodical service is 

below-par and getting worse, I do not understand the assumption that periodicals should pay 

more postage for worse service. 

I suppose that other witnesses using other classes of mail will also be making claims 

about poor service, and that this hearing record can develop into a “mine is worse than yours” 

scenario. I do not have statistics on Standard mail perfomxmce (and either, as I understand it, 

does the Postal Service). I would stress, however, that late delivery of periodicals is a most 

serious concern, because (unlike many other types of mail) most periodicals cannot be prepared 

well in advance and lose much of their value if delivered even a couple of days late. 
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“Classification Reform” The new software allows us to presort some of our mail to the carrier 

route. However, the amount of carrier route sorts is limited, because most of our publications 

are distributed nationally and have relatively small circulation, like most national publications. 

We all know that on September 20, 1992, a barcode discount was implemented for flat 

mailpieces meeting the automation requirement. As the list of our periodicals demonstrates, 

most of the Crain publications are tabloid size publications. They therefore do not meet the 

height requirements for automation compatibility on present USPS equipment. An ABP member 

survey this year indicates that its respondents alone could have barcoded an additional roughly 

240 million pieces annually, and there would obviously be additional volumes from non- 

respondents and non-members. 

Indeed, I understand that a group of associations (including ABP) and companies advised 

the Postal Service that more than 430 million additional barcoded flats annually could be 

processed by the yet to be deployed FSM 1000s equipped with barcode readers. I think that even 

this number must understate the potential added barcoded flats volumes that USPS can expect, 

since the survey of the mailing industry had relatively few respondents. Automated handling of 

these volumes will cut postal costs significantly, and ought to prevent USPS from again having 

to profess disappoi.ntment, as witness Moden did when he said that “Participation in flats 

barcoding has been below expectations.” Direct Testimony of USPS Witness Moden, 

USPS-T-4, p. 11. 

In contrast, Witness Moden describes the progress the USPS has made in barcoding 

letters, where approximately 87% of total incoming secondary letters at processing facilities are 
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in automated operations, as contrasted with only 28% of non-carrier route flats. Periodicals have 

had the greatest difficulty with the size limitations imposed by USPS automation preparation 

rules. For example Witness Moden replied to an ABP interrogatory (transcript, page 5622) that 

the percentage growth in barcoded flat mail through API9, FY 1997, compared with the same 

period in FY 1996, was 250% for First class, 50.8% for Standard mail, and only 21.6% for 

Periodicals. I believe this disparity between the classes exists because, unlike First class and 

Standard mail, a significant number of Periodicals are tabloid sized or newspapers. This is an 

obvious fact that the USPS should have, but did not, take into account when it purchased the 

FSM 881 flats sorters, which are incompatible with the sizes of tabloids, newspapers, digest and 

other kinds of common periodicals. 

While I am hopeful the FSM 1000 will allow tabloids to become automation compatible, 

I am concerned that the USPS has not set a time for tabloids to be eligible for the barcode 

discount, and that the Governors authorized purchase of barcode readers for the FSM 1000 only 

at their recent December 2, 1997 meeting. In any event, tabloids apparently will be mechanically 

sorted on the FSM 1000 over the next year, and we hope that their barcodes will soon allow 

further cost avoidance. We certainly hope that tabloids will be less expensive ‘to handle and will 

become eligible for a barcode discount by the time the new rates go into effect. However, since 

USPS has proposed only a partial passthrough of processing savings through the discount, there 

is an incentive for .the USPS to purchase barcode readers promptly and enjoy productivity gains 

while offering the discount. 
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RATE IMPACT OF AUTOMATION RESTRICTIONS 

Because of the rate increases of 1996 (resulting from “Classification Reform”), which 

impacted especially heavily on non-automated rates, Crain’s annual postage increased by 5.5 

percent, which amounts to nearly $500,000. 

In the rate changes since the most recent “general” rate case in 1994, it is the non- 

automated per-piec,e rates that have been increased the most, even if those nonautomated pieces 

were sorted to five digits or unique three digit zip codes. The 315 digit per piece rate went up 

10.4% when the reclassification case rates were imposed last year, and USPS would raise rates 

for these presorted pieces by another 7.4% for 3 digit sorted pieces and 5.9% for tive digit sorted 

pieces if the rates proposed in this case are approved. As for basic pieces (the least presorted 

pieces), the non-automated per-piece rates went up 3.5% in the reclassification aftermath, and 

would go up yet another 9.6% under the current USPS proposal. According to its witnesses in 

this case, USPS considers increases over 10% to cause “rate shock” and strove to keep the 

overall rate increases well below 10%. Crain and other tabloid publishers have come to know 

rate shock quite well. We have paid far higher than average increases because of the tardiness in 

deployment of equipment that could have saved USPS and publishers enormous expense. 

Crain and other publishers told the USPS as far back as 1992 that we would be willing to 

barcode tabloids. Because of the poor service received by Periodicals, and because many 

publishers incurred such a heavy hit as a result of the rate changes caused by Docket MC95-1, 

the rates proposed by the USPS should be the maximum recommended by the PRC. 
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